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May 19,2003 

Arizona Corporation Commission 

Re: Docket No. W-01079A-00-W 08 5 a 
The purpose of this docket filing is to file with the Arizona Corporation 

Commission the copies of the executed financing documents that Oatman Water 
,@mpany entered into with WIFA. This filing relates to a requirement of decision 
number 63626. This decision grants Oatman Water Company LLC an interim rate 
increase until certain requirements are performed. These include the filing of the 
“Approval of Construction” by ADEQ, which was filed in February, and the filing of 
these loan documents. As such, Oatman Water Company believes that it has met the 
requirements of the decision and therefore requests that the interim rates be made 
permanent. 

Attached are the Copies of the executed loan documents. 

Stephen Anderson 



LOAN AGREEMENT BY AND BETWEEN 

WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 

AND 

Oatman Water Company, LLC. 

Dated December 16,2002 



h WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 
LOAN AGREEMENT 

This Loan Agreement (as it may be amended or supplemented from time to time, this 
“Ameement”) is made and entered into as of the date set forth below by and between Borrower 
and Lender set forth below. 

This Loan Agreement includes the attached Exhibits and the attached Standard Terms and 
Conditions. Any capitalized terms used and not defined herein shall have the meanings ascribed 
to such terms in the Exhibits and Standard Terms and Conditions. 

Section 1. Party Names And Addresses. 

Bono wer: Oatman Water Company, LLC. 

Borrower Mailing 
Address: Scottsdale, Arizona 85258 

91 84 N. 81st Street 

Attention: Steve Anderson 

Borrower Business 
Office Address: Scottsdale, Anzona 85258 

9 184 N. 8 1 st Street 

Lender: Water Infrastructure Finance Authority of Anzona 

Lender 
Address: 

11 10 West Washington Street, Suite 290 
Phoenix, Arizona 85007 

Attention: Executive Director 

Section 2. Loan Information. The terms of the Loan include the terms set forth in the Exhibits, 
which are part of this Agreement: 

Exhibit A 
Exhibit B 
Exhibit C 
Exhibit D 
Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H 

Financial Assistance Terms and Conditions 
Technical Terms and Conditions 
Reporting Requirements 
Debt Service Reserve and Replacement Reserve Provisions 
Limits on Additional Indebtedness without Lender Consent 
Form of Promissory Note 
Form of Opinion of Counsel to Borrower 
Borrower Disclosure 

Section 3. The Loan. Subject to the terms and conditions of this Agreement, Lender agrees to 
make the Loan to Borrower by means of one or more advances (“Advances’) in an aggregate 
principal amount not to exceed the Loan Amount (the “Commitment7’). The unadvanced portion 
of the Commitment shall expire on but not include the earliest of (i) the date on which the Loan 
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I has been fully advanced by Lender, or (ii) the first Principal Repayment Date set forth in the 
Exhibit A. The obligation of Borrower to repay the Loan is evidenced by the Promissory Note in 
the form attached hereto as Exhibit F, dated of even date herewith, of Borrower payable to 
Lender, as it may be amended, modified, extended, renewed, restated, or supplemented from 
time to time (the “w7). In the event of a conflict between the Note and this Agreement, the 
terms of this Agreement shall be deemed controlling. The Loan shall not constitute a revolving 
loan, and amounts repaid may not be reborrowed. 

Section 4. Advances. Lender may disburse funds by check, by electronic means or by means of 
magnetic tape or other transfer medium. In making Advances, Lender shall be entitled to rely 
upon, and shall incur no liability to Borrower in acting upon, any request made by a person 
identifying himself or herself as one of the persons authorized by Borrower to request Advances. 
Advances of the Loan will be made only upon satisfaction of the conditions set forth in this 
Agreement, including the following: 

(a) Lender has received a draw request from Borrower, in form and substance satisfactory to 
Lender, not less than ten (10) days prior to the date for which such Advance is requested, 
specifying the amount and purpose of the Advance requested. Lender will fiunish an acceptable 
form of draw request to Borrower. Lender may revise the form of draw request from time to 
time. 

(b) Except as hereinafter provided, disbursements shall be made only upon certification of an 
authorized officer of Lender that such disbursement is proper. An authorized officer of Lender 
shall approve disbursements in payment of the invoices, demands for payment, approved 
contractors’ estimates or other evidence of cost incurrence directly to the persons or entities 
entitled to payment or to Borrower in the case of reimbursement for costs of services already 
paid, and shall provide Borrower with a copy of the approval and the date approved. 

(e) Lender has received such other items or documents as Lender may reasonably require. 

Section 5. Pavment Of Principal, Interest And Fees. The outstanding principal balance of 
the Loan, together with all unpaid accrued interest due under the Note, shall be paid by 
“automatic debit” from the Borrower Deposit Account. The Borrower Deposit Account shall be 
a Demand Deposit Account in the name of the Borrower, Account Number [Borrower to 
Provide] maintained with [Borrower to Provide]. Borrower shall cause monthly payments to be 
made by direct debit to the Lender in accordance with routing instructions within Exhibit A. 

Section 6. Loan And Security Documents. The Loan shall be secured by the Combined Deed 
of Trust and Security Agreement (the ‘‘D- of even date herewith executed by 
Borrower for the benefit of Lender. The Deed of Trust and any other agreements, documents or 
instruments securing the Loan are referred to as the “Securitv Documents”. This Agreement, the 
Note, the Security Documents and any other agreements, documents or instruments evidencing, 
securing or otherwise relating to the Loan, and all exhibits thereto, are referred to as the “Loan 
Documents”. 



IN WITNESS WHEREOF, the Authority and Borrower have caused this Loan Agreement to be 
executed and delivered as of the date of execution hererof. 

I DATED as of December 16,2002. 

~ Oatman Water Company, LLC. 

Name: Steve Anderson 
Title: President 

Water Infrastructure Finance Authority of Arizona 

By: 
\ 

By: 
Finance Director 

P- 
I 



Exhibit A of Loan Agreement 

Loan Number ............................................................................................ 920077-03 

Closing Date 12/16/02 ............................................................................................. 
Financial Assistance Terms and Conditions 

Original Loan Amount as of the Closing Date.. ........................................... $ 163,500.00 
Final Loan Amount as of Release of Retention.. .......................................... $ 163,500.00 
Loan Term.. ..................................................................................... 20 
First Fixed Montlhy Payment.. ............................................................... 07/01/03 
Final Fixed Monthly Payment.. .............................................................. 1210 1/22 

Debt Service Reserve Fund Requirements (Held by WIFA) 
Total Reserve Amount ..................................................................................... $ 

Reserve Funded by (Date) ............................................................................... 

12,478.04 
............................................................................................. 207.97 Monthly Deposit $ 

06/01/08 
WIFA will apply earnings on Debt Service Reserve to Principal Repayment. 

Repair and Replacement Fund Requirement (Held by Borrower) 
0710 1 I08 

Annual Amount ................................................................................................ $ 2,495.61 
.............................................................................................. 207.97 Monthly Deposit $ 

Begin Funding on (Date) .................................................................................. 

Monthly Payment 
Period #7 - 1st Debt Service Payment 

Maximum Payment (Includes interest payable from Closing tolst Payment). ........ $ 
Minimum Payment ............................................................................ $ 1,247.80 

Periods #8 through #66 ..................................................................................... $ 
Periods #67 through #I20 .................................................................................. $ 
Periods #121 through #180 ................................................................................ $ 
Periods #I81 through #240 ................................................................................ $ 

4,526.32 

WIFA will calculate the first payment due on Period #7; payment will depend on actual loan draws. 
1,247.80 
1,039.84 
1,039.84 
1,039.84 

Automated Wire Transfer Instructions: 

Bank.. ....................................................... Bank of America 
Account Name.. ........................................... WIFA Loan Collection Account 
Account Number.. ........................................ .252-453614 
Al3A Routing Number.. .................................. 122 101 706 

WIFA Loan Agreement Exhibit A -- Page 1 



Exhibit B 

Technical Terms and Conditions 

Section 1 
Budget 

Uses by Budget Item 
Planning. 

Amount Budgeted 
................................................................ 0.00 

0.00 
0.00 

Design & Engineering.. ............................................... 
Leg al/D eb t Authorization. ............................................ 
Financial Advisor.. .................................................... 
Landsystem Acquisition. ............................................ 
EquipmentMaterials .................................................. 
Construction/Installation/Improvement ............................. 
Insepection & Construction Management.. ........................ 
Project Officer .......................................................... 
Admirustration. ......................................................... 
Staff Traming ........................................................... 
Capitalzed Interest. .................................................... 

................................................................... 0.00 Other.. 
Total Budget ........................................................... $ 163,500.00 

. .  
. .  

0.00 . .  

Section 2 
Project Description 

1. Replacing two tanks with one tank 
2. Connecting the new tank to the distribution system 
3. Replacing one third of its iron piping with PVC pipes 
4. Constructing two new wells, and 
5. Purchasing a truck to haul water during water shortage emergencies. 

Section 3 
Estimated Observation and Disbursement Schedule 

15% WIFA Withholding % (released after Final Observation) ................. 

81,750. 
..................... 122,625. 

1 Observation: 85% Loan Disbursal,. ............... ............ 138,975. 

............. 

WIFA Withholding (released after ADEQ Approval of Construction). . $ 24,525 .OO 
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Additional Observations - A WIFA representative may perform additional observations based 
on information provided in the projects status reports. 'v 

Section 4 
Requirements Prior To Construction 

Section 4.1 Construction Bids. The Local Borrower shall submit to the Authority for review 
and approval prior to execution: 

(a) engineering-contracts related to the Project, 
(b) bid documents related to the Project, and 
(c) construction contracts related to the Project. 

Section 4.2 User Charpes. The Local Borrower has established (or, if the System is not yet in 
operation, the Local Borrower will, at or before the time the System commences operation, 
establish) a system of user charges which, with other funds lawfully available, will at all times be 
sufficient to pay the costs of operation and maintenance of the System, including renewals and 
replacements of the System. The Local Borrower also agrees that such system of user charges 
will be established and maintained in compliance with any applicable requirements of state and 
federal law as long as the Local Borrower owes amounts under this Loan Agreement. The Local 
Borrower at its sole option may pay the costs of operation, maintenance, repair, replacement, 
extensions and additions to the System from any funds lawhlly available to it for such purpose. 

ii Section4.3 Interest in Proiect Site. As a condition of the Loan, the Local Borrower will 
demonstrate to the satisfaction of the Authority that the Local Borrower has or will have a fee 
simple or such other estate or interest in the site of the Project, including necessary easements 
and rights-of- way, as the Authority finds sufficient to assure undisturbed use and possession for 
the purpose of construction and operation of the Project for the estimated life of the Project. 

Section4.4 Federal Clean Water Act. The Local Borrower covenants that, to the extent 
legally applicable, the Project will meet the requirements of the federal Clean Water Act in effect 
on the date of Loan Closing and any amendments thereto that may retroactively apply to the 
Loan, and the Local Borrower agrees that the Project will comply with applicable provisions of 
those federal laws and authorities listed in Article 9 of the Standard Terms and Conditions. 

Section 4.5 Federal Safe Drinking: Water Act. The Local Borrower covenants that, to the 
extent legally applicable, the Project will meet the requirements of the federal Safe Drinking 
Water Act in effect on the date of Loan Closing and any amendments thereto that may 
retroactively apply to the Loan, and the Local Borrower agrees that the Project will comply with 
applicable provisions of those federal laws and authorities listed in Article 9 of the Standard 
Terms and Conditions. 

Section 4.6 Signs. No requirement. 
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Section 5 
Requirements During Construction 

Section 5.1 Changes in Project Scope. The Local Borrower shall submit to the Authority, for 
review and approval prior to execution, any change to the plans and specifications, construction 
contracts, Eligible Project Costs, or any other change which will effect the performance 
standards or purpose of the Project. 

Section 5.2 Completion of Project and Provision of Moneys Therefor. The Local Borrower 
covenants and agrees (a) to exercise its best efforts in accordance with prudent utility 
construction practice to complete the Project and (b) to the extent permitted by law, to provide 
&om its OW fiscal resources all moneys, in excess of the total amount of loan proceeds it 
receives hereunder and under any subsequent loan fkom the Authority, required to complete the 
Project. 

Section 5.3 Inspections; Information. The Local Borrower shall permit the Authority and any 
party designated by the Authority to examine, visit and inspect, at any and all reasonable times, 
the property, if any, constituting the Project, and to inspect and make copies of any accounts, 
books and records, including (without limitation) its records regarding receipts, disbursements, 
contracts, investments and any other matters relating thereto and to its financial standing, and 
shall supply such reports and information as the Authority may reasonably require in connection 
therewith. 

"4' Section 5.4 Adiustments for Ineligible Costs. The Local Borrower shall promptly reimburse 
the Authority for any portion of the Loan which is determined to have been used for costs that 
are not eligible for h d i n g  under the Authority Act, the federal Clean Water Act, as amended, or 
the federal Safe Drinking Water Act, as amended, unless such matter is curable in some other 
manner by the Local Borrower to the satisfaction of the Authority. Such reimbursement shall be 
promptly repaid to the Authority upon Written request of the Authority. Any such reimbursed 
principal amount will be applied to reduce the outstanding principal amount of the Loan. 

Section 5.5 Archaeolohcal Artifacts. In the event that archaeological artifacts or historical 
resources are discovered during construction excavation of the Project, the Local Borrower shall 
stop or cause to be stopped construction activities and will notifj. the State Historic Preservation 
Office and the Authority of such discovery. 

Section 6 
Requirements Prior To Final Disbursements 

! Section 6.1 Plan of Operation. No requirement. 

! Section 6.2 Final ADproval. Prior to the release of the withholding the Local Borrower will 
submit to the Authority (a) as-built drawings by a professional engineer that document all 
changes fkom the original plans and specifications (b) copies of all testing results performed by 
or under the supervision of a professional engineer as required by the specifications, and (c) an 
engineer's Certificate of Completion certifying that all construction was completed in ' -  

~ 3 



accordance with the plans and specifications or Lat any changes made are in conformance with 
the Arizona Revised Statutes, Arizona Department of Environmental Quality and Environmental 
Protection Agency rules, pemits and guidelines and are documented in the as-built drawings. 
Based on a review of the information submitted, the Authority reserves the right, prior to the 
release of the withholding, to request modifications to the Project, the system, or the materials 
submitted pursuant to this section. 

4 



Exhibit C 

Reporting Requirements 

Section 1. Annual Loan Review. Authority’s Annual Loan Review Form and annual financial 
statements in a format approved by the Authority, including the report of any annual audit(s), if 
one has been performed, shall be provided by the Local Borrower to the Authority within 
one-hundred and eighty (180) days after the end of each fiscal year of the Local Borrower. 

Section2. Records and Accounts. The Local Borrower shall keep accurate records and 
accounts. To the extent required by law, such System Records shall be maintained in accordance 
with generally accepted accounting standards and, if required by law, shall be audited annually 
by an independent accountant. Such records shall be made available for inspection by the 
Authority at any reasonable time. 

Section 3. Notice of Change In Key Personnel. The Local Borrower shall provide notice in 
Writing to the Authority of any change to the information in Section 1 of the Loan Agreement 
and any other change in key personnel connected to the project and loan. 

Section 4. Notice of Material Adverse Chawe. The Local Borrower shall promptly notiQ the 
Authority of any matend adverse change in the activities, prospects or condition (financial or 
otherwise), of the Local Borrower relating to the System, or in the ability of the Local Borrower 
to make all Loan Repayments fkom the Source of Repayment described in this Loan Agreement 
and otherwise to observe and perform its duties, covenants, obligations and agreements 
hereunder. 

v 

Section 5.  MBE, WBE, SBRA Monitoring and Reporting. Minority Business Enterprise 
(MBE), Women Business Enterprise (WE),  Small Business Enterprise in a Rural Area (SBRA) 
reporting is a requirement for contracts that are funded in whole, or in part, by Authority monies. 
If a contract is awarded pursuant to this Loan Agreement, the Local Borrower shall be bound to 
supply the required reports to the Authority. Failure to do so may result in delay of payments to 
contractor and/or termination of contract. Guidance for completing the required reports will be 
supplied to the Local Borrower by the Authority. 

Section 6. Notice of Default. Promptly after becoming aware thereof, Local Borrower shall 
give notice to the Authority of (i) the occurrence of any Event of Default under any Loan 
Document or (ii) the occurrence of any breach, default, event of default, or event which with the 
giving of notice or lapse of time, or both, could become a material breach, default, or event of 
default (a “Future Breach”) under any agreement, indenture, mortgage, or other instrument (other 
than the Loan Documents) to which the Local Borrower is a party or by which it or any of its 
property is bound or affected. Local Borrower shall provide written notice to the Authority if 
the effect of such breach, default, event of default or Future Breach is to accelerate, or to permit 
the acceleration of, the maturity of any indebtedness under such agreement, indenture, mortgage, 
or other instrument; provided, however, that the failure of Borrower to give such notice shall not 
affect the right and power of the Authority to exercise any and all of the remedies specified 
herein. 

‘V’ 
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Section 7. Notice of Non-Environmental Litipation. Promptly after the commencement 
thereof, Local Borrower shall provide the Authority with written notice of the commencement of 
all actions, suits, or proceedings before any court, arbitrator, or governmental department, 
commission, board, bureau, agency, or instrumentality affecting Local Borrower which, if 
adversely determined, could have a material adverse effect on the condition (financial or 
otherwise), operations, properties, or business of Local Borrower, or on the ability of Local 
Borrower to perform its obligations under the Loan Documents. 

Section 8. Notice of Environmental Litigation. Without limiting the provisions of Section 7 
above, promptly after receipt thereof, Local Borrower shall provide the Authority with written 
notice of the receipt of all pleadings, orders, complaints, indictments, or other communication 
alleging a condition that may require Local Borrower to undertake or to contribute to a cleanup 
or other response under laws relating to environmental protection, or which seek penalties, 
damages, injunctive relief, or criminal sanctions related to alleged violations of such laws, or 
which claim personal injury to any person or property damage as a result of environmental 
factors or conditions or which, if adversely determined, could have a material adverse effect on 
the condition (financial or otherwise), operations, properties, or business of Local Borrower, or 
on the ability of Local Borrower to perform its obligations under the Loan Documents. 

Section 9. Regulatory and Other Notices. Promptly after receipt or submission thereof, Local 
Borrower shall provide the Authority with copies of  any notices or other communications 
received from or directed to any governmental authority with respect to any matter or proceeding 
which could have a material adverse effect on the condition (financial or otherwise), operations, 
properties, or business of Local Borrower, or the ability of Local Borrower to perform its 
obligations under the Loan Documents, or which reveals a substantial non compliance with any 
applicable law, regulation or rule. 

Section 10. Other Information. The Local Borrower shall submit to the Authority other 
infomation regarding the condition (financial or otherwise), or operation of the Local Borrower 
as the Authority may, from time to time, reasonably request. 

Section 1 1. Additional Reportine Requirements. No additional reporting requirements. 

2 



Exhibit D 

Debt Service Reserve And Replacement Reserve Requirements 

Section 1. Debt Service Reserve Fund. 

(a) There is established and maintained a Debt Service Reserve Fund held by the Lender. The 
deposits required pursuant to this Exhibit shall be automatically debited from the Borrower 
Deposit Account along with Borrower’s regularly scheduled payments of principal and interest. 
The amount allocated to the Debt Service Reserve Fund shall be administered and invested by 
the Lender and allocated to the Borrower (the “Debt Service Reserve Fund”). Amounts therein 
shall secure payment to Lender of Loan repayments payable under the Loan Documents. The 
regularly scheduled deposits into the Debt Service Reserve Fund shall be in an amount, as 
determined by Lender, so as to accumulate over five (5) years an amount equal to the highest 
amount of Loan repayments by Borrower in any fiscal year as shown in the Loan repayment 
schedule, which Borrower and Lender agree is the initial amount of the debt service reserve 
requirement (the “Debt Service Reserve Reauiremenf’) for the Loan. Initially, the amount of the 
Debt Service Reserve Requirement and the mount of the required periodic build up are set forth 
in Exhibit A. The amount of the Debt Service Reserve Requirement and the amount of the 
required periodic build up will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

(b) For so long as the Loan is outstanding, if on any Interest Payment Date or Principal 
Repayment Date Borrower has not paid to Lender an amount equal to the amount of principal 
and interest due on the Loan pursuant to this Agreement, Borrower hereby consents and directs 
the Lender to transfer, the amount of the deficiency from the Debt Service Reserve Fund to the 
payment of any amouhts due. Borrower shall then cause to be delivered to Lender for deposit to 
the Debt Service Reserve Fund after provision is made for payment of amounts which have 
become due under this Agreement an amount sufficient to cause the amount credited to the Debt 
Service Reserve Fund to be at least equal to the amount then required to be on deposit therein. 

b’ 

(c) The Lender may commingle funds of Borrower with other funds but shall keep adequate and 
accurate records of moneys and investment eamings on amounts credited to the Debt Service 
Reserve Fund. Borrower shall pay the reasonable fees and charges of the Lender far 
administering the Debt Service Reserve Fund fkom investment earnings on amounts credited to 
&e Debt Service Reseme Fund in an amount not to exceed 10% of investment earnings. The 
Lender will not assess any additional fees and charges in connection with administering the Debt 
Service Reserve Fund. 

(d) Not less than annually, Lender shall deliver to Borrower an accounting of the Debt Service 
Reserve Fund, indicatkg the principal amount therein, and net annual investment earnings 
(investment earnings less administrative costs and fees pursuant to Clause (c) of this Section) 
(the “Net Earning$”‘. Net Earnings shall be applied not less than annually as a prepayment of 
principal pursuant to Subsection (b) of Section 1 of the Standard Terms and Conditions. 

I -- 
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(e) When all amounts payable by Borrower under this Agreement have been paid in full, the 
Lender shall transfer to Borrower all monies and Net Earnings credited to the Debt Service 
Reserve Fund. 

Section 2. Replacement Reserve Fund. 

(a) Borrower shall establish a separate account to secure payment to Lender of Loan repayments 
payable under the Loan Documents (the “Replacement Reserve Fund”). The Replacement 
Reserve Fund shall be held and administered by the Borrower in an account which is acceptable 
to Lender pursuant to the provisions of the Agreement. Borrower shall cause to be deposited on 
or before the first business day of each month commencing with the sixty-first (61st) month 
following the month in which the first Advance occurs amounts at least equal to one-twelfth 
(1/12th) of twenty percent (20%) of the highest amount of Loan repayments by Borrower in any 
fiscal year as shown in the Loan repayment schedule. Initially, the amount of the required 
monthly deposit and the aggregate annual deposits are set forth in Exhibit A. The amount ofthe 
required monthly deposit will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

(b) For so long as the Loan is outstanding, if no Event of Default, and no event or occurrence 
which, with the giving of notice or the passage of time or both, would \become an Event of 
Default (an “Unmatured Event of Default”), has occurred and is continuing, Borrower from time 
to time may withdraw moneys from the Replacement Reserve Fund and apply the moneys 
withdrawn fur one or more of the following purposes: (i) for the acquisition of new, or the 
replacement of obsolete or worn out, machinery, equipment, furniture, fixtures or other personal 
property for the drinking water system provided that the property is depreciable; (ii) for the 
performance of repairs with respect to the drinking water system which are of an extraordinary 
and non-recuning nature provided that the property is depreciable; (iii) for the acquisition or 
construction of additions to or improvements, extensions or enlargements to, or remodeling of, 
the drinking water system provided that the property is depreciable; andor (iv) to make 
payments to Lender on the Loan. 

(c) For so long as the Loan is outstanding, if on any Interest Payment Date or Principal 
Repayment Date Borrower has not paid to Lender an amount e q d  to the amount of principal 
and interest due on the Loan pursuant to this Agreement, and the Debt Service Reserve Fund 
does not hold sUmcient moneys to cover the deficiency, Lender will direct the Borrower to 
transfer, and Borrower hereby consents to transfer, the amount of the deficiency &om the 
Replacement Reserve Fund to Lender. 

(d) The Lender shall require that the Borrower shall keep adequate and accurate records of 
moneys, investments and investment earnings on amounts credited to the Replacement Reserve 
Fund. Lender shall have the right to audit the records of the Borrower inso€a.r as they p h n  to 
the Replacement Reserve Fund. 

D-2 



I .  

b 
Section 3. Debt Service Reserve Fund and Replacement Reserve Fund as Collateral. 

(a) Grant of Security Interest. As collateral security for the prompt and complete payment when 
due of all obligations of the Borrower to the Lender under the Agreement and the Note and all 
other obligations and liabilities of the Borrower to the Lender, whether direct or indirect, 
absolute or contingent, due or to become due, now existing or hereafter incurred, arising under, 
out of, or in connection with, the Agreement or any of the Loan Documents (the ‘‘Obligations’’), 
Borrower has granted, bargained, sold, assigned, pledged, and set over and by these presents 
does hereby grant, bargain, sell, assign, pledge, transfer and set over unto the Lender, and its 
successors and assigns, all of the Borrower’s right, title and interest in and to any amounts held 
or deposited in the Debt Service Reserve Fund and in the Replacement Reserve Fund (the 
“Pledged Funds”). 

(b) Terms and Conditions. 

(i) The Debt Service Reserve Fund and all amounts deposited therein shall be held in the 
sole dominion and control of the Lender and shall be administered by the Lender as a 
collateral account for the benefit of the Lender, and Borrower shall have no rights or powers 
with respect to, or control over, the Debt Service Reserve Fund or any part thereof. 
Borrower’s sole right with respect to the Pledged Funds in the Debt Service Reserve Fund 
shall be as provided in the Agreement. 

(ii)From and after the occurrence and during the continlriation of an Event of Default, 
Lender may, in the sole and absolute discretion ofthe Lender, apply the Pledged Funds in the 
Debt Service Reserve Fund, and, if there are insufficient Pledged Funds in the Debt Service 
Reserve Fund, in the Replacement Reserve Fund, to the Obligations in the following order: 
(i) all outstanding costs, expenses, fees and late charges due the Lender, (ii) interest at the 
rate or rates specified in the Loan Documents and (iii) the principal amount of the 
Obligations. All interest and other investment e d g s  amounts &om time to time accrued 
and paid on the Pledged Funds in the Debt Service Reserve Fund and the Replacement 
Reserve Fund shall be retained in the Debt Service Reserve Fund and the Replacement 
Reserve Fund and shall be applied in accordance with the Agreement. 

64 

(iii)Lender shall have, with respect to the Pledged Funds, all rights and remedies of a secured 
party under Article 9 of the Arizona Uniform Commercial Code and other applicable laws. 

I 

Section 4. Representations, Warranties and Covenants. 

(a) Borrower agrees to establish upon closing and maintain the Debt Service Reserve Fund and 
the Replacement Reserve Fund in accordance with the provisions of the Agreement. 

(b) The Borrower covenants that it Will not apply, or permit the application of, amounts on 

Reserve Fund and/or the Replacement Reserve Fund except in accordance with the provisions of 

I 

I deposit in, or required by the provisions of this Agreement to be on deposit in, the Debt Service 

-- 
I this Agreement. 
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(c) Borrower hereby represents and warrants to Lender, effect on the date of the Agreement and 
on the date of each deposit of Pledged Funds to the Debt Service Reserve Fund and the 
Replacement Reserve Fund, that: 

(i) No filing, recording, registration or declaration with or notice to any person or entity is 
required in order to preserve or perfect the first priority lien and charge intended to be created 
hereunder in the Pledged Funds. 

(ii) Except for the security interest ,oranted to the Lender pursuant to this Agreement, 
brrowei- is the sole owner of the Pledged Funds, having good and marketable title thereto, 
free and clear of any and all mortgages, liens, security interests, encumbrances, claims or 
rights of others. 

(iii)No security agreement, financing statement, equivalent security or lien instrument or 
continuation statement covering all or part of the Pledged Funds is on file or of record in any 
public office except such as may have been filed by the Borrower in favor of the Lender. 

(iv)This Agreement constitutes a valid and continuing first lien on and first security interest 
in the Pledged Funds in favor of the Lender, prior to all other liens, encumbrances, security 
interests and rights of others, and is enforceable as such as against creditors of and purchasers 
fkom the Borrower. 

(d) Without the prior written consent of the Lender, the Borrower hereby covenants and agrees 
that it Will not sell, assign, transfer, exchange or otherwise dispose of, or grant any option with 
respect to, the Pledged Funds, nor will it create, incur or perm3 to exist any pledge, lien, 
mortgage, hypothecation, security interest, charge, option or any other encumbrance with respect 
to any of the Pledged Funds, or any interest therein, except for the securhy interest provided for 
by the Agreement. 

(e) 3orrower hereby covenants and agrees that it will defend Lender’s right, title and security 
interest in and to the Pledged Funds against the claims and demands of all persons whomsoever 
excetlt to the extent which arise out of the willful misconduct or gross negligence of the Lender. 
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Exhibit E 

Limits On Additional Indebtedness Without Lender Consent 

Unless otherwise agreed to in Writing by Lender, while this Agreement is in effect, whether or 
not any Advance is outstanding, Borrower shall not: 

(a) Borrowings. Create, incur, assume, or allow to exist, directly or indirectly, any indebtedness 
or liability Eor borrowed money, for the deferred purchase price of property or services, or for the 
lease of real or personal property which lease is required to be capitalized under GAAP or which 
is treated as an operating lease under regulations applicable to the Borrower but which otherwise 
would be required to be capitalized under GAAP (a “Caoital Lease”), except far (i} accounts 
payable to trade creditors and current operaling liabilities (other than for borrowed money) 
incurred in the ordinary course of Borrower’s business, and (ii) Capital Leases, the aggregate 
amount of which exceeds at any one time $5,000. 

(b) Leases. Create, incur, assume, or permit to exist any obligations as lessee for the rental or 
hire of any real or personal property, except leases which do not in the aggregate require 
Borrower to make payments (including, without limitation, taxes, insurance maintenance, and 
other charges) in any fiscal year of Borrower occurring during the term hereof in excess of 
$5,000. 



Exhibit F 
PROMISSORY NOTE 

$163,500 Phoenix, Arizona 
December 16,2002 

For Value Received, Oatman Water Company, LLC, an Arizona limited liability company 
("Borrower"), promise to pay to WATER INFRASTRUCTURE FJNANCE AUTHORITY OF 
ARIZONA ("Lender") or order the aggregate principal amount outstanding on Borrower's loan as 
shown on Lender's records which shall at all times be conclusive and govern, with interest thereon at 
an annual rate equal to Four and three hundred seventy five thousandths percent (4.375 %). Interest 
shall be calculated on a 360-day year for all advances, but, in any case, shall be computed for the 
actual number of days in the period for which interest is charged. Principal and interest shall be 
payable at the times and in the manner set forth in the Loan Agreement (as hereinafter defined). 

Lender and Borrower have established specific instructions and procedures by which draws against 
said credit will be presented for disbursement pursuant to the terms and conditions of that certain 
Loan Agreement of even date herewith (the "Loan Ameement"), but nothing contained herein shall 
create a duty on the part of Lender to make said disbursement if Borrower is in default. The 
undersigned shall not be entitled to total disbursements hereunder exceeding One Hundred Sixty 
Three Thousand Five Hundred and No/100 Dollars ($163,500), such lesser amount determined in 
accordance with the Loan Agreement with respect to the Loan (as defined in the Loan Agreement). 

All amounts payable hereunder shall be paid in lawful money of the United States. Principal and 
interest shall be payable at 11 10 West Washington Street, Suite 290, Phoenix, Arizona 85007, or at 
such other place as the holder hereof may designate. Borrower may prepay the Loan, in whole or in 
part, at any time without premium or penalty pursuant to Section l(a) of the Standard Terms and 
Conditions relating to the Loan. 

L/, 

Absent a default under this Note or the Loan Agreement, any payments received by the holder hereof 
shall be applied first to sums, other than principal and interest, due the holder hereof, next to the 
payment of all interest accrued to the date of such payment, and the balance, if any, to the payment of 
principal. Any payments received by the holder hereof after any Event of Default (as defined in the 
Loan Agreement) shall be applied to the amounts specified in this paragraph in such order as the 
holder hereof may, in its sole discretion, elect. 

If any payment of interest andor principal is not received by the holder hereof when such payment is 
due, then, as additional remedies, (a) a late charge of six percent (6%) of the amount due and unpaid 
will be added to the delinquent amount for any payment past due in excess of fifteen (1 5 )  days and 
(b) all past due payments of principal andor interest shall bear interest from their due date until paid 
at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate specified herein, 
payable on demand (the "Default Rate"). 



This Note shall become immediately due and payable at the option of the holder hereof without 
presentment or demand or any notice to Borrower or any other person obligated hereon, upon default 
in the payment of any of the principal hereof or any interest thereon when due, or if any event occurs 
or condition exists which authorizes the acceleration of the maturity hereof under the Loan 
Agreement. Time is of the essence with regard to all payment obligations in this Note. Failure to 
exercise any remedy or right hereunder shall not constitute a waiver of the right to exercise the same 
in the event of any subsequent default. 

- 

In the event any holder hereof utilizes the services of an attorney in attempting to collect the amounts 
due hereunder or to enforce the terms hereof or of any agreements related to this indebtedness, or if 
any holder hereof becomes party plaintiff or defendant in any legal proceeding in relation to the 
property described in any instrument securing this Note or for the recovery or protection of the 
indebtedness evidenced hereby, Borrower, its successors and assigns, shall repay to such holder 
hereof, on demand, all costs and expenses so incurred, including reasonable attorney's fees, including 
those costs, expenses and attorney's fees incurred after the filing by or against the Borrower of any 
proceeding under any chapter of the Bankruptcy Code, or similar federal or state statute, and whether 
incurred in connection with the involvement of any holder hereof as creditor in such proceedings or 
otherwise. 

Borrower and all sureties, endorsers and guarantors of this Note waive demand, presentment for 
payment, notice of nonpayment, protest, notice of protest and all other notice, filing of suit and 
diligence in collecting this Note or the release of any part primarily or secondarily liable hereon and 
further agree that it will not be necessary for any holder hereof, in order to enforce payment of this 
Note by any of them, to first institute suit or exhaust its remedies against any maker or others liable 
herefor, and consent to any extension or postponement of time or payment of this Note or any other 
indulgence with respect hereto without notice thereof to any of them. 

- 

Notwithstanding any provision contained herein to the contrary, the applicable rate of interest agreed 
to herein shall include the applicable interest rate described herein, in accordance with the terms of 
this Note, and any additional charges, costs and fees incident to this loan to the extent they are 
deemed to be interest under applicable Arizona law. Should the applicable rate of interest as 
calculated under this Note exceed that allowed by law, the applicable rate of interest will be the 
maximum rate of interest allowed by applicable law. 

Oatman Water Company, LLC, an Arizona limited 
liability company 

Name: Steve Anderson 
Title: President 

"Borrower" 
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Exhibit H 
Borrower Disclosure 

1. Exception(s) to Subsection 3(e) of the Standard Terms and Conditions entitled “Compliance 
with Laws”: (borrower to insert exceptions or “None”) 

2. Exception(s) to Subsection 3(f) of the Standard Terms and Conditions entitled 
“Environmental Compliance”: (borrower to insert exceptions or “None”) 

3. Exception(s) to Subsection 3(g) of the Standard Terms and Conditions entitled “Litigation”: 
(borrower to insert exceptions or “None”) 

None 

4. Exception(s) to Subsection 3(h) of the Standard Terms and Conditions entitled “Title to 
Property”: (borrower to insert exceptions or “None”) 

None 

5. Exception(s) to Subsection 3(k) of the Standard Terns and Conditions entitled “Subsidiaries”: 
(insert exceptions or ‘None’’) 

None 

Oatman Water Company, LLC, an Arizona limited liability company 

By: &- 
Name: Steve Anderson 
Title: President 
Date: December 16,2002 



CASH COLLATERAL AGREEMENT 

This Cash Collateral Agreement is made as of December 16,2002 between Oatman Water Company, 
I LLC, an Arizona limited liability company-rPlednor"), and Water Inbtructure Finance Authority 

of Arizona ("Lender"). 

W 

RECITALS : 

A. Pledgor and Lender have entered into that certain Loan Agreement of even date herewith (the 
"Loan Agreement"), pursuant to which Lender has made available to Pledgor a loan of up to 
$163,500 (the "Loan"). 

B. Pursuant to the Loan Agreement, certain funds are required to be deposited from time to time by 
Pledgor in a Debt Service Reserve Fund administered by the Lender and in a Replacement Reserve 
Fund administered by the Borrower, both of which are pledged to Lender to secure repayment with 
interest of the Loan. Amounts deposited with the Lender in the Debt Service Reserve Fund and in 
the Replacement Reserve Fund are referred to herein as the "Pledr,red Funds". 

C. Pledgor and Lender desire to enter into this Cash Collateral Agreement to provide for the deposit 
and holding of the Pledged Funds. 

D. The Loan Agreement, this Cash Collateral Agreement and all other documents securing or 
otherwise relating to the Loan shall be referred to collectively in this Cash Collateral Agreement as 
the "Loan Documents". All capitalized terms used in this Cash Collateral Agreement and not 
otherwise defined shall have the meanings given to such terms in the Loan Agreement. 

'W 

E. It is a condition to the making of the Loan that Pledgor and Lender enter into this Cash Collateral 
Agreement. 

NOW, THEREFORE, in order to induce Lender to make the Loan and in consideration thereof, 
Pledgor and Lender agree as follows: 

1. Definitions. The following terms shall have the following meanings: 

"Cash Collateral Agreement" means this Cash Collateral Agreement, as the same may be 
amended, supplemented or otherwise modified from time to time. 

"Debt Service Reserve Fund" shall have the meaning ascribed thereto in Section 2 hereof. 

"Obliffations" shall mean all the obligations of Pledgor to Lender under the Loan Agreement and 
the Note and all other obligations and liabilities of Pledgor to Lender, whether direct or indirect, 
absolute or contingent, due or to become due, now existing or hereafter incurred, arising under, 
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out of, or in connection with, the Loan Agreement, this Cash Collateral Agreement or any of the 
Loan Documents. 

"Pledged Funds" shall mean as defined in the Recitals to this Agreement. 

"Replacement Reserve Fund" shall have the meaning ascribed thereto in Section 2 hereof. 

2. Establishment of Debt Service Reserve Fund and Replacement Reserve Fund. Pledgor and 
Lender agree that concurrently with the execution and delivery of this Cash Collateral Agreement 
there is established and shall be maintained a Debt Senrice Reserve Fund pursuant to the Loan 
Agreement. At such time as is required pursuant to the Loan Agreement Borrower shall establish a 
Replacement Reserve Fund in the name of Borrower in which there shall be deposited by Pledgor all 
Pledged Funds as required by the provisions of the Loan Agreement. 

3. Grant of Security Interest. As collateral security for the prompt and complete payment when 
due of all the Obligations, Pledgor has granted, bargained, sold, assigned, pledged, and set over and 
by these presents does hereby grant, bargain, sell, assign, pledge, transfer and set over unto the 
Lender, and its successors and assigns, all of Pledgor's right, title and interest in and to any Pledged 
Funds now or h e r d e r  held or deposited in the Debt Service Reserve Fund and the Replacement 
Reserve Fund. 

4. Terms and Conditions. 

(a) The Debt Service Reserve Fund and all amounts deposited therein shall be held in the sole 
dominion and control of Lender and shall be administered by the Lender as a collateral account for 
the benefit of Lender, and Pledgor shall have no rights or powers with respect to, or control over, the 
Debt Service Reserve Fund or any part thereof. Pledgor's sole right with respect to the Pledged 
Funds in the Debt Service Reserve Fund shall be as provided herein and in the Loan Agreement. 

...----' 

(b) If no Event of Default, and no event which with the giving of notice or the passage of time or 
both could become an Event of Default, has occurred and is continuing, Pledgor from time to time 
may withdraw moneys from the Replacement Resenre Fund and apply the moneys withdrawn for one 
or more of the following purposes: (i) for the acquisition of new, or the replacement of obsolete or 
worn out, machinery, equipment, fbniture, fixtures or other personal property for the Facility 
provided that the property is depreciable; (ii) for the performance of repairs with respect to the 
Facility which are of an extraordinary and non-recurring nature provided that the property is 
depreciable; (iii) for the acquisition or construction of additions to or hpmvements, extensions or 
enlargements to, or remodeling of, the Facility provided that the property is depreciable; and/or (iv) 
to make payments to Lender on the Loan. 

(c) From and after the occurrence and during the continuation of an Event of Default, Lender may, in 
the sole and absolute discretion of Lender, apply the Pledged Funds in the Debt Service Reserve 
Fund, and, if there are insufficient Pledged Funds in the Debt Service Reserve Fund, in the 

u 
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Replacement Reserve Fund, to the Obligations in the following order: (i) all outstanding costs, 
expenses, fees and late charges due to Lender, (ii) interest at the rate or rates specified in the Loan 
Documents and (iii) the principal amount of the Obligations. All interest and other investment 
earnings amounts from time to time accrued and paid on the Pledged Funds in the Debt Service 
Reserve Fund and the Replacement Reserve Fund shall be retained in the Debt Service Reserve Fund 
and the Replacement Reserve Fund and shall be applied in accordance with the Loan Agreement and 
this Cash Collateral Agreement. 

"ii 

! (d) Lender shall have, with respect to the Pledged Funds, all rights and remedies of a secured party 
under Article 9 of the Arizona Uniform Commercial Code and other applicable laws. 

5. Further Assurances. Pledgor will, at any time and from time to time, execute and deliver such 
further documents and do such M e r  acts as shall be required by law or be reasonably requested by 
Lender to confinn or further assure the interest of Lender hereunder. 

6. No Liabilitv for Lawful Actions. Neither Lender nor any of its officers, directors, employees, 
agents, attorneys-in-fact or affiliates shall be liable for any action lawfully taken or omitted to be 
taken by any of them under or in connection with this Cash Collateral Agreement (except for gross 
negligence or willful misconduct). 

7. Notices. All notices, requests, demands or other communications to or upon the parties hereto 
shall be deemed to have been given or made when mailed, delivered or transmitted in accordance 
with the requirements of the Loan Documents. ,+ 

8. No Failure, etc. No failure to exercise and no delay in exercising on the part of Lender of any 
right, power or privilege hereunder shall operate as a waiver thereof, nor shall any single or partial 
exercise of any right, power or privilege preclude any other or further exercise thereof, or the 
exercise of any other power or right. The rights and remedies herein provided are cumulative and 
not exclusive of any rights or remedies provided by law. 

9. Waiver: Amendments. None of the terms and provisions of this Cash Collateral Agreement 
may be waived, altered, modified or amended except by an instrument in writing executed by the 
parties hereto. 

10. Representations and Warranties; Covenants. 

(a) Pledgor hereby represents and warrants to Lender, effective upon the date hereof and each 
deposit of Pledged Funds to the Debt Sewice Reserve Fund and the Replacement Reserve Fund, that: 

(i) No filing, recordation, registration or declaration with or notice to any person or entity is 
required in connection with the execution, delivery and pedormance of this Cash Collateral 
Agreement by Pledgor or in order to preserve or perfect the f h t  priority lien and charge intended 
to be created hereunder in the Pledged Funds. 
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(ii) Except for the security interest granted to Lender pursuant to this Cash Collateral 
Agreement, Pledgor is the sole owner of the Pledged Funds, having good and marketable title 
thereto, free and clear of any and all mortgages, liens, security interests, encumbrances, claims or 
rights of others. 

(iii) No security agreement, financing statement, equivalent security or lien instrument or 
continuation statement covering all or any part of the Pledged Funds is on file or of record in any 
public office, except such as may have been filed by Pledgor in favor of Lender. 

(iv) This Cash Collateral Agreement constitutes a valid and continuing first lien on and first 
security interest in the Pledged Funds in favor of Lender, prior to all other liens, encumbrances, 
security interests and rights of others, and is enforceable as such as against creditors of and 
purchasers from Pledgor. 

(b) Without the prior written consent of Lender, Pledgor hereby covenants and agrees that it will not 
sell, assign, transfer, exchange or otherwise dispose of, or grant any option with respect to, the 
Pledged Funds, nor will it create, incur or permit to exist any pledge, lien, mortgage, hypothecation, 
security interest, charge, option or any other encumbrance with respect to any of the Pledged Funds, 
or any interest therein, except for the security interest provided for by this Cash CollateraI 
Agreement. 

(c) Pledgor hereby covenants and agrees that it will defend Lender's right, title and security interest 
in and to the Pledged Funds against the claims and demands of all persons whomsoever except to the 
extent which arise out of the willful misconduct or gross negligence of Lender. 

u 

11. Lender's Expenses and Liabilities. Pledgor shall pay all costs and out-of-pocket reasonable 
expenses of Lender in connection with the maintenance and operation of this Cash Collateral 
Agreement made in accordance with the terms hereof. Pledgor also agrees to pay all costs of Lender, 
including reasonable attorneys' fees, incurred with respect to the enforcement of Lender's rights 
hereunder. 

12. Governing Law. This Cash Collateral Agreement shall be deemed to be a contract under, and 
for all purposes shall be governed by, and construed and interpreted in accordance with, the law of 
the State of Arizona. 

13. Severability. Any provision of this Cash Collateral Agreement which is prohibited or 
unedorceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such 
prohibition or unenforceability without invalidating the remaining provisions hereof, and any such 
prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such 
provision in any other jurisdiction. 
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14. Successors and Assigns. This Cash Collateral Agreement and all obligations of Pledgor 
hereunder shall be binding upon the successors or assigns of Pledgor, and shall, together with the 
rights and remedies of Lender hereunder, inure to the benefit of Lender and its successors and 
assigns. 

----., 

15. Termination. This Agreement shall terminate and, upon request of Pledgor, a11 monies (if any) 
remaining in the Debt Service Reserve Fund and the Replacement Reserve Fund shall be returned to 
Pledgor at such time as all of the following have occurred: (i) all amounts payable to Lender under 
the Loan Documents have been paid in full and all other obligations of Pledgor to Lender pursuant to 
the Loan Agreement have been performed in full, and (ii) Lender has no further obligation to make 
any loans or advances to Pledgor pursuant to the Loan Agreement or any of the other Loan 
Documents. 

16. Counterparts. This Agreement may be executed in counterparts, all of which executed 
counterparts shall together constitute a single document. Signature pages may be detached from the 
counterparts and attached to a single copy of this Agreement to form physically one document. 

IN WITNESS WHEREOF, the parties hereto have executed or caused this instrument to be duly 
executed and delivered as of the date first above written. 

Pledgor: Oatman Water Company, LLC, an Arizona limited liability company 

N&ey S teve Anderson 
Title: President 

Lender: Water Infrastructure Finance Authority of Arizona 

By: 
Executive Dirbtor \ 
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